Pennsylvania Compensation Rating Bureau

30 South 17th Street « Suite 1500
Philadelphia, PA 19103-4007
(215)568-2371 « FAX (215)564-4328 - www.pcrb.com

August 2, 2019
VIA SERFF

The Honorable Jessica Altman
Insurance Commissioner
Commonwealth of Pennsylvania
Insurance Department

11311 Strawberry Square
Harrisburg, PA 17120

Attention: Michael McKinney, Actuarial Supervisor, Property & Casualty Bureau

RE: PCRB Filing No. 300 — Proposed Effective April 1, 2020
Proposed Classification Change — Revise the Scope of Code 676, Sheet Metal
Installation to Allow Payroll Developed in Shop Fabrication Work to be Separately
Rated to Code 454, Sheet Metal Products Fabrication, Shop

Dear Commissioner Altman:

Resulting from a staff review and on behalf of the members of the Pennsylvania Compensation
Rating Bureau (PCRB), we hereby submit the proposed filing for revisions to the Pennsylvania
Workers’ Compensation Manual of Rules, Classifications and Rating Values for Workers’
Compensation and Employers Liability Insurance (Basic Manual). These revisions are proposed
to take effect for policies with effective dates on or after April 1, 2020. This proposed effective
date coincides with changes resulting from PCRB’s normal annual comprehensive loss cost
revision, which will be filed with the Insurance Department at a later date. This coordination
consolidates necessary changes that our members and other constituents must make to
policies, forms and systems so that they occur once annually. This proposal will not impact the
PCRB loss cost for any classification, but will impact the premium of effected employers.

PCRB Code 676 was created effective for new and renewal business as of January 1, 1933.
Code 676 applies to the installation of sheet metal products as specified in the Basic Manual
Code 676 Underwriting Guide. Basic Manual language specifies that Code 676 must be applied
to both the shop fabrication and the installation payroll developed by an employer engaged in
both the shop fabrication and installation of sheet metal products.

The PCRB performed a study of Code 676 with three objectives: 1) to determine the feasibility
of discontinuing Code 676 and reclassifying the operations assigned thereto from Code 676 to
another existing classification; 2) absent discontinuing Code 676, to determine the feasibility of
lifting the Code 676 classification restriction so that an employer engaged in both the shop
fabrication and installation of sheet metal products may be classified to both the applicable shop
classification (Code 454) and Code 676; and 3) to identify the types of businesses classified to
Code 676 so that, in the absence of discontinuing the classification, staff can more clearly
define its scope.

Staff reviewed the feasibility of discontinuing Code 676 and reassigning the operations assigned
to either Code 651, Carpentry - Commercial Buildings, (for work performed on commercial or
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industrial structures) or to Code 652, Carpentry — Residential (for work performed on residential
structures i.e., one- or two-family detached houses, townhouses or row houses or buildings
designed primarily for multiple occupancy (e.g., apartments) three stories or less in height).
Pursuant to analyses of historical experience exhibits and statistical tests, and a comparison of
the approved April 1, 2019 PCRB loss costs for Codes 676, 651 and 652, staff determined that
it was not feasible to discontinue Code 676 and these considered reassignments. The
approved April 1, 2019 loss costs for Codes 676, 651 and 652 are $3.46, $4.47 and $6.73,
respectively. Reassignment from Code 676 to Code 651 would result in a rating value increase
of 29.2 percent and reassignment from Code 676 to Code 652 results in a rating value increase
of 94.5 percent. The approved April 1, 2019 maximum permissible rating value increase for an
Industry 2 classification is 15 percent.

The PCRB does propose that for policies with effective dates of April 1, 2020 or later, Code 676
be restructured so that an employer engaged in both the shop fabrication and installation of
sheet metal products may separately rate payroll developed in the shop fabrication work to
Code 454. The approval of Code 454 for such employers represents a rating value decrease of
45.1 percent on the basis of the approved April 1, 2019 PCRB loss costs ($3.46 for Code 676
and $1.90 for Code 454). Staff recommends adopting this approach even though this decrease
exceeds the approved April 1, 2019 maximum permissible rating value decrease for an Industry
2 classification (35 percent). The reasoning for this is that it will bring Code 676 in line with the
majority of the PCRB’s construction or erection classifications, which typically do not include
fabrication work, while also recognizing the differences in process and hazard between
fabrication and installation/erection operations. It will also bring the classification procedure for
impacted employers in line with the procedure for other metal working classes that allow
fabrication and installation work to be separately rated.

Staff found that though limited, the Basic Manual Code 676 Underwriting Guide is
comprehensive in terms of the types of employers classified thereto. Thus, staff is not proposing
any additions to amendments to the Code 676 Underwriting Guide.

Details of this filing are provided in PCRB’s June 12, 2019 staff memorandum and June 12,
2019 executive summary, which are included as part of this filing. The memorandum and
executive summary describe and explain the reasoning for the proposed revisions to the Basic
Manual language. The memorandum, executive summary and proposals were reviewed by the
PCRB Classification and Rating Committee at the Committee’s June 12, 2019 meeting.

Thank you in advance for your review and attention to this filing. The PCRB is pleased to
answer any questions that you or the Insurance Department staff may have regarding these
proposals.

Sincerely,

William V. Taylor
President

Enclosure: June 12, 2019 Staff Memorandum and June 12, 2019 Executive Summary
Revisions to Section 2
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TO: Pennsylvania Compensation Rating Bureau Classification and Rating Committee
FROM: Robert Ferrante, Senior Classification Analyst — Technical Services

DATE: June 12, 2019

RE: Executive Summary: Class Study Report Code 676, Sheet Metal Installation

PCRB Code 676 was created effective for new and renewal business as of January 1, 1933. Code 676
applies to the installation of sheet metal products specified in the Code 676 Underwriting Guide from the
Pennsylvania Workers’ Compensation Manual of Rules, Classifications and Rating Values (Basic Manual)
i.e., metal downspouts, gutters and metal ceilings, and to the installation of sheet metal products not
otherwise classified. Basic Manual language specifies that Code 676 must be applied to both the shop
fabrication and the installation payroll developed by an employer engaged in both the shop fabrication
and installation of sheet metal products.

The PCRB study of Code 676 had three objectives: 1) to determine the feasibility of discontinuing Code
676 and reclassifying the operations assigned thereto from Code 676 to another existing classification, 2)
absent discontinuing Code 676, to determine the feasibility of lifting the Code 676 classification restriction
so that an employer engaged in both the shop fabrication and installation of sheet metal products may be
classified to both the applicable shop classification (Code 454, Sheet Metal Products Fabrication, N.O.C,
Shop Only) and Code 676 and 3) to identify the types of businesses classified to Code 676 so that, in the
absence of discontinuing the classification, staff can more clearly define its scope.

Staff reviewed the feasibility of discontinuing Code 676 and reassigning the operations assigned thereto
from Code 676 to Code 651, Carpentry - Commercial Buildings, (for work performed on commercial or
industrial structures) and from Code 676 to Code 652, Carpentry — Residential (for work performed on
residential structures i.e., one- or two-family detached houses, townhouses or row houses or buildings
designed primarily for multiple occupancy (e.g., apartments) three stories or less in height). Pursuant to
analyses of historical experience exhibits and statistical tests, and a comparison of the approved April 1,
2019 PCRB loss costs for Codes 676, 651 and 652, staff determined that it was not feasible to
discontinue Code 676 and reassign those operations from Code 676 to Code 651 and Code 652.

The PCRB proposes that for policies with effective dates of April 1, 2020 or later, Code 676 be
restructured so that an employer engaged in both the shop fabrication and installation of sheet metal
products may separately rate payroll developed in the shop fabrication work to Code 454. The approval of
Code 454 for such employers represents a rating value decrease of 45.1% on the basis of the approved
April 1, 2019 PCRB loss costs ($3.46 for Code 676 and $1.90 for Code 454). Staff recommends adopting
this approach even though this decrease exceeds the approved April 1, 2019 maximum permissible rating
value decrease for an Industry 2 classification (35%) because it will bring Code 676 in line with the
majority of the PCRB’s construction or erection classifications, which typically do not include fabrication
work, will recognize the differences in process and hazard between fabrication and installation/erection
operations, and will bring the classification procedure for impacted employers in line with procedure for
other metal working classes that allow fabrication and installation work to be separately rated.
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TO: Pennsylvania Compensation Rating Bureau (PCRB) Classification and Rating Committee
FROM: Robert Ferrante, Senior Classification Analyst — Technical Services

DATE: June 12, 2019

RE: Class Study Report — Code 676, Sheet Metal Installation

INTRODUCTION AND CLASS HISTORY

Code 676 was created effective for new and renewal business as of January 1, 1933. Code 676 applies
to the installation of sheet metal products specified in the Code 676 Underwriting Guide from the
Pennsylvania Workers’ Compensation Manual of Rules, Classifications and Rating Values (Basic Manual)
i.e., metal downspouts, gutters and metal ceilings, and to the installation of sheet metal products not
otherwise classified. Basic Manual language specifies that Code 676 must be applied to both the shop
fabrication and the installation payroll developed by an employer engaged in both the shop fabrication
and installation of sheet metal products. This procedure applies whether or not the employer has
separate shop fabrication and installation crews, and regardless of the percentage of the employer’'s
overall operation that is attributable to shop fabrication versus installation. PCRB procedure prohibits a
division of payroll between Code 676 and 659, Roofing, for payroll developed in operations conducted at
the same job site or location.

The Code 676 scope and Basic Manual language have been revised periodically since its inception.
Notable revisions include the following:

o Effective for new and renewal business as of June 30, 1950 and later, the installation of warm air
heating systems, ventilating systems and other duct work is reassigned from Code 676 to Code
663, Plumbing."

o Effective for new and renewal business as of September 1, 1977 and concurrent with the creation
of Code 659, the Code 676 classification description is revised to specify that there is no payroll
division (N.P.D.) permitted between Code 659 and Code 676.

o Effective for new and renewal business as of April 1, 1983 and later, the Code 676 classification
description is revised to specify that there is no payroll division (N.P.D.) with Code 454, Sheet
Metal Products Fabrication, N.O.C., Shop, and to include the phraseology “This classification
includes incidental shop work.”

e “N.P.D.” is removed from the Code 676 and other classification descriptions due to perceived
misinterpretations of that phraseology effective October 1, 1984,

o Effective for new and renewal business as of February 1, 1999 and later, the phraseology “This
classification includes incidental shop work” is removed from the Code 676 classification
description and replaced with “Code 676 shall be assigned to both the shop and the erection or
installation payroll developed by an insured engaged in both the shop fabrication of sheet metal
products and the erection or installation thereof.”

Staff was prompted to conduct this study as a result of several PCRB reviews of individual employer
classifications. In the course of those reviews, staff was compelled to assign Code 676 to an employer
engaged in the both the fabrication and installation of sheet metal products on the basis of the existing

! Such operations are presently classified to Code 664, Heating, Ventilating or Air Conditioning
Contractor, which was created effective for new and renewal business as of October 1, 192 and later.
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Basic Manual language, even though in certain instances the employer was principally engaged in shop
fabrication. The Basic Manual defines the term “principally engaged” as the business activity which
generates more than 50 percent of an employer’s overall revenue. It was observed that Rule 1V.C.1.a.
(under “Object of the Classification Procedure”), found in Section 1, Page 17 of the Basic Manual states
that “The object of the classification procedure is to assign the one basic classification which best
describes each distinct business enterprise of the insured within Pennsylvania...” and that PCRB staff in
most cases determines an employer’s field of business to be the manner in which the employer is
principally engaged. Staff opined that the manner in which Code 676 is applied in instances where an
employer is principally engaged in shop fabrication appears to be in conflict with the basic object of the
classification procedure. Staff also noted that the scope of Code 676 is not clearly defined in the Basic
Manual, given the limited number of entries contained in the Code 676 Underwriting Guide and the fact
that certain sheet metal installation operations are assigned to classifications other than Code 676 (e.g.,
the installation of aluminum siding to either Code 651, Carpentry — Commercial Structures, or Code 652,
Carpentry — Residential). With these observations in mind, staff identified the following objectives to the
Code 676 study:

e To determine the feasibility of discontinuing Code 676 and reclassifying the operations assigned
thereto from Code 676 to another existing classification.

e Absent discontinuing Code 676, the objective becomes to determine the feasibility of lifting the
Code 676 classification restriction so that an employer engaged in both the shop fabrication and
installation of sheet metal products may be classified to both the applicable shop classification
(Code 454) and Code 676.

e To identify the types of businesses classified to Code 676 so that, in the absence of discontinuing
the classification, staff can more clearly define its scope and create a more comprehensive Code
676 Underwriting Guide.

This is the first time the PCRB has studied Code 676.
CLASSIFICATION PROCEDURE IN OTHER JURISDICTIONS

As part of this analysis staff reviewed the classification procedure in effect in states under the jurisdiction
of the National Council on Compensation Insurance, Inc. (NCCI), and in the independent Bureau states of
New York (under the jurisdiction of the New York Compensation Insurance Rating Bureau (NYCIRB)) and
California (under the jurisdiction of the Workers’ Compensation Insurance Rating Bureau (WCIRB)).
PCRB Code 676 is equivalent in part to NCCl Code 5535, Sheet Metal Work — Installation & Drivers. One
notable difference is that NCCI Code 5535 does not contemplate fabrication work — the NCCI Code 5535
phraseology states “...The manufacturing of sheet metal products at a shop to be separately rated...” The
NCCI assigns the fabrication of sheet metal products to NCCI Code 3076, Sheet Metal Products Mfg.,
which is equivalent in part to PCRB Code 454. The NCCI Code 5535 phraseology also suggests that this
classification is somewhat broader in scope than PCRB Code 676. NCCl Code 5535 includes the
installation of sheet metal siding on the exterior of a steel frame structure. The PCRB classifies such work
to Code 651. Both the PCRB and the NCCI classify the installation of aluminum siding to each
jurisdiction’s respective commercial and residential carpentry classifications (i.e., Code 651 or Code 652
for the PCRB, and Code 5403, Carpentry — N.O.C., Code 5645, Carpentry — Construction of Residential
Dwellings Not Exceeding Three Stories in Height, for the NCCI).

Both the NYCIRB and WCIRB use classification Code 5538, Sheet Metal Work — Erection, Installation or
Repair — Shop and Outside, which is equivalent in part to PCRB Code 676. As with Code 676, NYCIRB
and WCIRB Code 5538 includes both the shop fabrication and installation payroll developed by an
employer engaged in both the fabrication and installation of sheet metal products. The NYCIRB and
WCIRB Code 5538 phraseology suggests that this classification is also somewhat broader in scope than
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PCRB Code 676, contemplating (as does NCCI Code 5535) the installation of sheet metal siding on the
exterior of a steel frame structure.

FILE REVIEW

Staff performed a file by file review of the 721 employers on the PCRB’s database reporting payroll to
Code 676. The file by file review divided those employers into the study groups shown in the table below.

| Study Group | Description | No.of Employers |

1 Principally installs downspouts and/or gutters (no shop 157
fabrication)

2 Principally fabricates and installs downspouts and/or gutters — 9
separate shop and field crews

3 Principally fabricates and installs downspouts and/or gutters — 25
interchanging shop and field crews

4 Principally fabricates and installs metal ceilings — separate 1
shop and field crews

5 Principally fabricates and installs metal ceilings — interchanging 1
shop and field crew

6 Sheet metal installation, N.O.C. (no shop fabrication) 68

7 Sheet metal fabrication and installation, N.O.C. — separate 14
shop and field crews

8 Sheet metal fabrication and installation, N.O.C. — interchanging 47
shop and field crews

9 Misclassified 86

10 Not yet reviewed 166

11 No Current Coverage/Unable to Determine 147

The employers in Study Group 1 are principally engaged in the installation of downspouts and/or gutters.
Principally engaged is defined as the business activity that generates more than 50% of an employer’s
overall revenue. The employers in this study group do not perform any shop fabrication work, though
some of the employers will fabricate downspouts and/or gutters at the downspout or gutter installation job
site. The employers in Study Group 2 are principally engaged in the shop fabrication and installation of
downspouts and/or gutters, and have separate shop and field crews. The employers in Study Group 3 are
principally engaged in the shop fabrication and installation of downspouts and/or gutters. These
employers’ staffs interchange between the shop and field work. The employers in Study Groups 4 and 5
are principally engaged in the shop fabrication and installation of metal ceilings. The employer in Study
Group 4 has separate shop and field crews and the employer in Study Group 5 uses an interchanging
crew to perform shop and field work. The employers in Study Group 6 will install a variety of sheet metal
products but are not principally engaged in the installation of a particular sheet metal product and do not
perform any shop fabrication work. The employers in Study Group 7 are engaged in the shop fabrication
and installation of a variety of sheet metal products with no principal sheet metal product, and have
separate shop and field crews. The employers in Study Group 8 are engaged in the shop fabrication and
installation of a variety of sheet metal products with no principal sheet metal product, and employees
interchange between the shop and field work.

The 86 employers in Study Group 9 were determined to be misclassified to Code 676. The employers in
Study Group 9 were reclassified from Code 676 to each employer's applicable classification(s). The
employers in Study Group 10 were not assigned to one of the field of business study groups (i.e., Study
Groups 1 through 6) either because the employer did not respond to the PCRB’s Code 676 study
Description of Operations Questionnaire or because no unit statistical data was reported to the PCRB for
the employer. PCRB studies have historically excluded employers who have reported no unit statistical
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data at the time of the study from the file by file review because those employers do not factor in a study’s
historical experience analysis or statistical testing. PCRB staff will prospectively review the files in Study
Group 10 as warranted. The employers in Study Group 11 had no record of current compensation
coverage at the time of the file by file review, and had no information in their PCRB files that would allow
staff to slot them to one of the field of business study groups.

Staff developed several Code 676 historical experience exhibits for this study. The historical experience
exhibits are based on the PCRB’s April 1, 2019 loss cost filing as approved by the Pennsylvania
Insurance Commissioner. Only those historical experience exhibits cited in the report are attached. The
exhibits are attached in the sequence in which they are first cited. The indicated loss costs found at the
bottom of the historical experience exhibits have not been loaded with the loss based Commonwealth
assessments (e.g., the Subsequent Injury Fund, the Supersedeas Fund and the Administrative Fund) or
the revenue neutral plans (e.g., the Merit Rating Plan and the Certified Safety Committee Credit Program)
that are part of the PCRB’s April 1, 2019 loss cost filing. Payroll figures in the exhibits are rounded to the
nearest thousand dollars.

In addition to historical experience exhibits, this study includes paired t-test analyses to determine when
there is a natural correspondence or “pairing” of specific observations between study groups. The t-test
reduces the two samples to one by examining the differences between the observations in the two
groups. The advantage to this approach is that variation within the groups does not mask the difference
between their means as much as if the two groups were not paired. T-tests were run for reported pure
premium, claim frequency (per million dollars of payroll) and claim severity (excluding medical only). For
these tests, a value of .0500 or less is considered as indicating significant statistical difference.

FEASIBILITY OF DISCONTINUING CODE 676

The report has noted that one of the objectives of the PCRB Code 676 study is to determine if Code 676
should be discontinued and the operations contemplated by Code 676 be reassigned from Code 676 to
another exiting classification(s). The file by file review illustrates that Code 676 is a focused classification
essentially contemplating three employer groups. Of the employers assigned to field of business study
groups, the majority works with gutters and downspouts. Two employers work with metal ceilings and the
remainder work with a variety of sheet metal products with no principal product line. In view of the
focused structure of Code 676 and the relatively small number of files in comparison to other PCRB
construction or erection classifications, staff determined that these subsets should remain grouped
together for purposes of this review.

As previously discussed, the PCRB classifies the installation of aluminum siding to either Code 651 or
Code 652. Codes 651 and 652 are general carpentry classifications that apply to work performed on
commercial structures (Code 651) or residential structures i.e., one- or two-family detached houses,
townhouses or row houses or buildings designed primarily for multiple occupancy (e.g., apartments) three
stories or less in height (Code 652) that is not specifically contemplated by any other construction or
erection classification. The installation of aluminum siding as well as certain other operations
contemplated by Codes 651 and 652 are reasonably analogous to the installation of downspouts, gutters
and other sheet metal products contemplated by Code 676. The product being installed is bolted,
screwed, nailed or otherwise attached to a building exterior, interior or some other substrate. Code 676
applies to work performed on either residential or commercial structures. Staff reviewed the feasibility of
discontinuing Code 676 and reassigning the operations thereto from Code 676 to Code 651 for sheet
metal installation work performed on commercial or industrial structures, and from Code 676 to Code 652
for sheet metal work performed on residential structures. That review included an historical experience
comparison of the April 1, 2019 Code 676, Code 651 and Code 652 Class Book Pages, attached in the
order shown below:

Exhibit No. Exhibit Title
1 April 1, 2019 Code 676 Class Book Page
2 April 1, 2019 Code 651 Class Book Page
3 April 1, 2019 Code 652 Class Book Page
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The historical experience comparison is summarized in the following table. The results of the comparison
shows Code 676 to be favorable in relation to Code 651 and considerably favorable in relation to Code
652 for reported pure premium, indicated (pre-test) pure premium and indicated (post-test) pure premium.

Exhibit No. Reported Pure Indicated (Pre-Test) Indicated (Post Test)
Premium
1 2.838 2.880 2.880
2 3.635 3.215 3.215
3 5.511 5.246 5.246
The t-tests run for this analysis are listed below:
Exhibit No. Exhibit Title
4 T-test Comparing the April 1, 2019 Code 676 Class
Book Page with the April 1, 2019 Code 651 Class
Book Page
5 T-test Comparing the April 1, 2019 Code 676 Class
Book Page with the April 1, 2019 Code 652 Class
Book Page

Exhibit 4 shows no significant statistical differences between Code 676 and Code 651 for reported pure
premium and claim severity, and significant statistical differences between Code 676 and Code 651 for
claim frequency. Exhibit 5 shows there are significant statistical differences between Code 676 and Code
652 for reported pure premium and claim frequency but not claim severity. On the basis of the t-tests and
historical experience comparisons, staff concludes that it is not feasible to discontinue Code 676 and
reassign the operations assigned thereto from Code 676 to Code 651 or to Code 652. While the t-tests
show no significant statistical differences between Code 676 and Code 651 for reported pure premium,
claim frequency or claim severity, there are significant statistical differences between Codes 676 and 652
for two of the three categories (reported pure premium and claim frequency). As the report has noted,
discontinuing Code 676 would require reassigning operations classified thereto from Code 676 to Code
651 for work performed on commercial or industrial structures, and from Code 676 to Code 652 for work
performed on residential structures. While the statistical tests suggest the feasibility of reassigning
operations from Code 676 to Code 651, they do not indicate it is feasible to reassign operations from
Code 676 to Code 652. Discontinuing Code 676 would only be feasible if operations classified to Code
676 could be reassigned to both Code 651 and Code 652. Further, the approved April 1, 2019 loss costs
for Codes 676, 651 and 652 are $3.46, $4.47 and $6.73, respectively. Reassignment from Code 676 to
Code 651 results in a rating value increase of 29.2% and reassignment from Code 676 to Code 652
results in a rating value increase of 94.5%. The approved April 1, 2019 maximum permissible rating value
increase for an Industry 2 classification is 15%.

FEASIBILITY OF RESTRUCTURING CODE 676 TO ALLOW FOR THE SEPARATE CLASSIFIATION
OF SHOP AND FIELD WORK

The report has noted that for an employer engaged in both the shop fabrication and installation of sheet
metal products, both the shop payroll and the installation payroll must be assigned to Code 676. This
procedure applies whether or not the employer has separate shop fabrication and installation crews, and
regardless of the percentage of the employer's overall operation that is attributable to shop fabrication
versus installation. Code 676 is one of the PCRB’s construction/erection classifications. Such
classifications are typically focused to field work.

The Code 676 study file by file review identified 97 total employers engaged in both the shop fabrication
and installation of sheet metal products. Of those 97 employers, 24 use separate crews to perform the
shop fabrication and the field installation work, and 73 use an interchanging crew that performs both shop
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fabrication and field installation work. Staff compared the historical experience of employers engaged in
both the shop fabrication and field installation of sheet metal products who use separate crews to perform
the shop fabrication and field installation work with those employers who use an interchanging crew to
perform both shop fabrication and field installation work. The historical experience comparison involves
the following exhibits:

Exhibit No. Exhibit Title
6 Sheet Metal Fabrication and Installation — Separate
Shop and Field Crews
7 Sheet Metal Fabrication and Installation —
Interchanging Shop and Field Crews

The comparison shows the historical experience of Exhibit 6 to be considerably favorable in relation to
Exhibit 7. The historical experience comparison is summarized in the following table.

Exhibit No. Reported Pure Indicated (Pre-Test) Indicated (Post Test)
Premium
6 0.267 0.025 0.026
7 1.730 1.401 1.474

The historical experience comparison shows that the experience of employers who perform both sheet
metal products fabrication and installation and who use separate crews of employees for the fabrication
and installation work is more favorable than that for employers who perform both fabrication and
installation work using an interchanging crew. Presumably this is due to Exhibit 6 including a segment of
employees who have no field exposure. While the PCRB would have to perform special audits of the
employers in Exhibit 7 to determine how much of those employers’ payroll was attributable to installation
work versus fabrication work, and would have to review claims data to determine the frequency and
severity of claims filed for employees while doing installation work versus fabrication work, staff concludes
from this analysis and from a comparison of the approved April 1, 2019 PCRB loss costs ($3.46 for Code
676 and $1.90 for Code 454) that sheet metal fabrication presents a less hazardous exposure than does
sheet metal installation.

The t-tests run for this analysis are listed below:

Exhibit No. Exhibit Title

8 T-test Comparing Exhibit 6 with Exhibit 7

Exhibit 8 shows there are no significant statistical differences between Exhibit 6 and Exhibit 7 for reported
pure premium and claim severity and significant statistical differences for claim frequency.

Staff proposes that for policies with effective dates of April 1, 2020 and later Code 676 be restructured to
allow for the separate rating of sheet metal product fabrication to Code 454. Such restructuring would
apply whether or not a business performing both sheet metal products fabrication and installation uses
separate crews for the fabrication and installation work, by way of the PCRB’s ‘separately rate’ procedure.
When the term “to be separately rated” or “separately rate” is found in a classification’s definition, the
payroll of personnel interchanging between that classification’s tasks (e.g., shop) and also performing the
specified function that is designated “to be separately rated” or “separately rate” (e.g., erection,
installation) may be divided between that class and class(es) designated for the specified function,
provided the employer’s original payroll records show an allocation of payroll to both classifications for
each interchanging employee. When separate payroll records are not maintained, the entire payroll of the
interchanging employees shall be assigned to the insuring carrier's highest-valued classification
representing any part of their work. Staff believes this approach will affirm the status of Code 676 as a
construction/erection classification, recognize the differences in process and hazard between fabrication
and installation/erection operations, and bring the classification procedure for impacted employers in line
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with procedure for other metal working classes where the products being fabricated typically lend
themselves to installation/erection. Both Code 411, Steel Fabricating — Bridge and Structural Shops, and
Code 413, Iron Works — Shop — Ornamental, Non-Structural Iron or Steel Fabricating, include “separately
rate” provisions for installation/erection work. This approach will also alleviate situations where the PCRB
is compelled to assign Code 676 to an employer’s entire operation even in instances where an employer
is principally engaged in shop fabrication.

The approval of Code 454 for the employers in Exhibits 6 and 7 represents a rating value decrease of
45.1% on the basis of the approved April 1, 2019 PCRB loss costs. Staff recommends adopting this
approach for reasons discussed above even though this decrease exceeds the approved April 1, 2019
maximum permissible rating value decrease for an Industry 2 classification (35%).

The proposed enabling Section 2 Manual language amendments are attached for the Committee’s
review. The PCRB will notify all employers classified to Code 676 when this filing is made. In the event of
the Commissioners’ approval of the filing, the carrier of record for each employer impacted by this
proposal will be notified and a copy of that notice will be provided to the employer

Attachments.

C: Bill Taylor
Delisa Fairley
Vince Dean

Joe Lombo
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676

PENNSYLVANIA WORKERS COMPENSATION MANUAL OF RULES, CLASSIFICATIONS AND
RATING VALUES FOR WORKERS COMPENSATION AND FOR EMPLOYERS LIABILITY
INSURANCE
Proposed Effective April 1, 2020
SECTION 2
RATING VALUES through DEFINITIONS remains unchanged.
CLASSIFICATIONS

SHEET METAL PRODUCTS FABRICATION, N.O.C., SHOP ONLY

Sheet metal shall be thinner than #3 U.S. Standard Gauge (less than ¥4” thick).

OPERATIONS NOT INCLUDED:

1. Separately rate the installation of sheet metal products as provided for in this Manual.

UNDERWRITING GUIDE
No Change

SHEET METAL INSTALLATION, NO PAYROLL DIVISION WITH CODE 659 AT THE SAME LOCATION OR
JOB SITE

OPERATIONS NOT INCLUDED:

1. Separately rate the shop fabrication of sheet metal products to Code 454.

UNDERWRITING GUIDE
No Change



PENNSYLVANIA WORKERS COMPENSATION MANUAL OF RULES, CLASSIFICATIONS AND
RATING VALUES FOR WORKERS COMPENSATION AND FOR EMPLOYERS LIABILITY
INSURANCE
Proposed Effective April 1, 2020
SECTION 2
RATING VALUES through DEFINITIONS remains unchanged.
CLASSIFICATIONS
454  SHEET METAL PRODUCTS FABRICATION, N.O.C., SHOP
Sheet metal shall be thinner than #3 U.S. Standard Gauge (less than %" thick).
OPERATIONS NOT INCLUDED:

1. Separately rate the installation of sheet metal products as provided for in this Manual.

UNDERWRITING GUIDE
No Change

676  SHEET METAL INSTALLATION, NO PAYROLL DIVISION WITH CODE 659 AT THE SAME LOCATION OR
JOB SITE

OPERATIONS NOT INCLUDED:
1. Separately rate the shop fabrication of sheet metal products to Code 454.

UNDERWRITING GUIDE
No Change
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EXHIBIT 4

CLASS SHEET METAL INSTALLATION

676

PENNSYLVANIA STATISTICAL STUDY

651

CLASS CARPENTRY - COMMERCIAL

Manual Pure Premium
Year Reported T - test values
2011 2.867 4728
2012 3.846 3.874
2013 2.630 3.750 2011 - 2015 0,1693
2014 1.882 3713
2015 3.044 2.386
Manual Claim Frequency
Year par million T - test values
201 0.683 0.615
2012 0.542 0.532
2013 0.408 0.622 2011 - 2015 0.9004
2014 0.394 0.425
2018 0.449 0.404
Manual Claim Severity
Year Excl Med Only T - test values
2011 39,161 73,266
2012 68,813 69,543
2013 60,081 67,496 2011 - 2015 0.1950
2014 42,848 82,708
2015 63,414 54,944




EXHIBIT S

CILASS SHEET METAL INSTALLATION

676

PENNSYLVANIA STATISTICAL STUDY

652

CLASS CARPENTRY - RESIDENTIAL

Manual Pure Premium
Yeal Reporled T - test values
2011 2,867 6.227
2012 3.846 7.032
2013 2.630 5.609 2011 -2015 0.0056
2014 1.832 5.180
2015 3.044 3.775

Manual Claim Frequency
Year per million T - test values
2011 0.683 1.018
2012 0.542 1.038
2013 0.408 1.010 2011 - 2015 0.0008
2014 0.394 0.867

2015 0.449 0.803

Manual Claim Severity
Year Excl Med Only T - test values
2011 39,161 58,851
2012 68,813 65,281
2013 60,081 53,018 2011 - 2015 0.9168
2014 42,849 56,747
2015 63,414 44,358
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EXHIBIT 8

PENNSYLVANIA STATISTICAL STUDY

Exhibit 6 Exhibit 7
Sheet Metal Fabrication & Installation, Sheet Metal Fabrication & Installation,
N.O.C. - Separate Shop and Field Crews N.O.C. - Interchanging Shop and Field Crew
Manual Pure Premium
Year Reporied T - test values
2011 0.643 3.260
2012 0.004 1.601
2013 0.008 0.087 2011 - 2015 0.1124
2014 0.619 0.238
2015 0.042 3.418
Manual Claim Frequency
Year per million T - test values
2011 0.155 0.560
2012 0.000 0.372
2013 0.000 0.000 2011 -2015 0.0338
2014 0.260 0.400
2015 0.000 0.421
Manual Claim Severity
Year Excl Med Only T - test values
2011 41,060 51,550
2012 0 39,484
2013 0 0 2011 - 2015 0.2660
2014 21,519 2,862

2015 0 80,252
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